N. A. C. A. BULLETIN 


Vol. XXVI, No. 5 November 1, 1944 


IN TWO SECTIONS 





IN THIS ISSUE 


Incentive Wages, Collective Bargain- 
ing, and the War Labor Board, 


By Edward S. Feldman 




















EDITORIAL DEPARTMENT NOTE 


One of the interesting developments in industrial accounting dur- 
ing the war has been the extent to which industrial accountants have 
been called upon to pee with other management representatives 
in the field of labor relations. Accountants in industry have 
been interested and active in the development and application o 
wage incentive plans, job evaluation methods, and similar techniques 
aor ow | the determination of the compensation paid for the services 

Such fairly recent developments as social security taxa- 
tion, income tax withholding, and particularly the institution of 
strict governmental controls of and hours have materially 
increased the work of the industrial accountant in this field. But 
during recent wa y Fae the participation of industrial accountants 
has gone even further, and teday in many companies we find con- 
trollers and others in the accounting department representing man- 
agement in formulating and administering company labor relation 
policies and in dealing with representatives of employees. For those 
so engaged, either directly or indirectly, and for all industrial 
accountants who are interested in keeping abreast of the expand- 
ing field of the industrial accountant, the article in this issue of the 
Bulletin provides important background material on incentive wages 
as related to collective bargaining under the rules and decisions of 
the War Labor Board. 
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INCENTIVE WAGES, COLLECTIVE BARGAINING, 
AND THE WAR LABOR BOARD 


By Edward S. Feldman, Assistant Comptroller, 
Edwin I. Guthman & Co., Inc., Chicago, IIl. 


I. INTRODUCTION 


— dual pressure of stupendous production requirements on 

the one hand and of national wage stabilization on the other 
have caused increased attention to be focused on ifcentive wage sys- 
tems during the past few years. They have frequently been a 
source of industrial disputes both before and during the present 
war, and this fact has gained them additional attention. 

Industrial accountants and engineers have too often been en- 
grossed in the mechanical or mathematical aspects of incentive 
plans at the expense of human and psychological values, with 
disastrous results to industrial peace and production. One man- 
agement spokesman has observed that if labor does not appreciate 
incentive wages, then “It is almost unfailingly found to be man- 
agement who is at fault.’’* 

It is therefore time that we should view this field from some 
other frame of reference than our own. To do so may lead to 
sounder industrial relations, and to mutual understanding between 
management and labor. At the very least, management will know 
what to expect when questions concerning the installation or ad- 
justment of incentive wages arise. 

Incentive wages have been, and will continue to be, an estab- 
lished part of our wage structure.? But they will also continue to 
be a source of industrial friction if inequities arising out of their 
operation are not recognized and removed; the surest way to 
settle grievances (when all is said and done) is to remove them. 
By acting voluntarily, management may avoid needless, energy- 
consuming litigation, and the loss of “prerogatives” which might 
otherwise have been retained. 3 

This article is an attempt to review some of the controversies 
surrounding incentive wages as they have revealed themselves 


Note: Footnotes will be folind at the end of this article, beginning on 
page 211. 
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in labor disputes and literature, and to indicate some trends which 
the course of collective bargaining will take in the future. 


II. History or ATTITUDES 


Traditionally, labor has been opposed to incentive wages. The 
“American Federationist” recently restated the reasons for this 
opposition :* 

“In unorganized plants, without assured wage standards, it 
(the piece rate system) became a vehicle for the ‘stretch-out’ 
where one pace setter would speed up the tempo of the entire 
work force to an intolerable pace which could not be main- 
tained without taxing workers beyond endurance. Secondly, 
the management invariably tended to cut the piece rates after 
the speed of operations had been increased. When the 
workers were forced to intensify their effort to gain greater 
compensation and then the rate of compensation was cut, 
unrest and discontent inevitably arose.” 


Other reasons, at one time or another, have been given for 
antagonism toward incentive wage systems, and these objections 
have time and again been projected into collective bargaining 
negotiations ; thus, management may be content with inefficient 
processes since the labor cost is fixed, or will not increase, 
causing the worker to bear the sacrifice of decreased earnings ; 
increased production may result in unemployment ; and a tendency 
of industrial engineers to treat labor simply as part of the machine 
process.* 

Nor has management been unanimously in favor of incentives. 
There have been many heated arguments about the merits, for 
example, of measured day work as opposed to payment of in- 
centive wages. A few years ago, there was a marked trend away 
from incentives in the automotive industry. With the installa- 
tion of efficient machinery, unit costs tended to decrease more 
rapidly in those plants having time rates than in those in which 
incentive rates prevailed. 

Today, attitudes have changed considerably on all sides. The 
federal government is enthusiastically advocating incentive plans. 
The then Vice Chairman of the War Production Board, Charles E. 
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Wilson, wrote a widely circulated article5-in which he espoused 
wage incentives as a whole, and plant-wide incentives in particular. 
The WPB has a staff of industrial engineers which is available to 
assist in the installation or administration of incentive systems. 
These experts also work closely with the National War Labor 
Board in dispute and wage stabilization cases involving wage in- 
centive plans. 

Executive Order 9328° specifically exempts incentive earnings 
from certain wage stabilization restrictions placed on other forms 
of wages. Since increased earnings under incentive plans are 
simply compensation for additional production, it is felt that they 
are non-inflationary. (This concept of non-inflationary wage in- 
creases for extra production was applied by the National War 
Labor Board in approving an arbitrator’s award of an hourly rate 
increase to time workers where work standards were increased.") 

The trend of management thinking today is definitely toward 
incentives. Even if they were not useful for cost purposes, they 
are one of the few remaining ways of granting wage increases 
to workers when the usual methods are exhausted. 

Finally, even labor’s traditional opposition is being broken 
down. It is, of course, true that in certain industries, notably 
wearing apparel and textiles, incentive wages have been accepted 
for a long time and that in various other industries there have 
always been varying amounts of application of incentives. But 
the bulk of organized labor did not accept them. Today, how- 
ever, many unions are foregoing their attempts to have existing 
incentive systems abolished. Thus, in an early case® before the 
National War Labor Board, the United Mine Workers of Amer- 
ica expressed their opposition to incentive wages, but agreed for 
the duration not to press their attempt to have them abolished. 

Other unions have accepted incentive systems for what they are 
and have embarked on a program of membership education to 
secure the safeguards needed to protect the rights of labor—and 
something more besides. The influential United Electrical, Radio 
and Machine Workers of America (CIO) have published a book- 
let called the “U. E. Guide to Wage Payment Plans, Time Study 
and Job Evaluation.” This little (but extremely potent) volume 
is designed for the instruction of union leaders and members in 
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the theory and operation of incentive systems and job evaluation. 
Knowing what they are dealing with, union leaders are in a better 
position to bargain collectively over incentive wages.® 

These changed attitudes have had their effect on the structure 
and operation of incentive systems, as we shall have occasion ‘to 
observe in the following discussion. 


III. THe Area or COLLECTIVE BARGAINING * 


In every labor dispute the question arises, expressed or im- 
plied, of whether the subject matter of the dispute is properly 
the subject matter of the process of collective bargaining. If no 
one says anything and negotiations proceed, then, in effect, the 
question has been answered in the affirmative. If, on the other 
hand, management insists that the matter is solely within its own 
“prerogatives,” then an issue is reached at this point which must 
be decided before the parties may proceed to the merits of their 
respective claims. 

The question of management prerogatives arises frequently in 
the field of incentive wages. Management often declares that it 
_ alone should have the right to determine whether an incentive plan 

should be installed or abolished, and where and how rates should 
be set. In certain instances these contentions have been sup- 
ported by the National War Labor Board. In the Federal Bear- 
ings Co., Inc., case,™ the Board denied the union’s request for the 
abolition of an incentive system and for the institution instead 
of hourly rates: 


“Although the general wage level and structure are matters 
for collective bargaining, the management can rightfully re- 
serve as its own prerogatives the right to select the general 
method of calculating its labor costs and the right to set indi- 
vidual rates.” 


A week later the Board refused to grant a union request for 
the joint determination of piece rates. It directed that the setting 
of such rates “should continue to be the prerogative of manage- 
ment.”21 : 

Nevertheless, the War Labor Board will not order the installa- 
tion of an incentive system in a dispute case.’* Apparently, this 
is not because it is not within management’s prerogatives to deter- 
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mine upon what basis its employee should he paid, but because 
‘it “would be incompatible with the need for cooperative effort 
which is basic to the success of such programs.” Yet is this not 
tacit recognition that the method of paying wages, setting rates, 
and of calculating labor costs may effectively be the subject of 
dispute 718 

The fact is that there is very little indeed which can be excluded 
from the area of a labor dispute when some phase of the employer- 
employee relationship is in question. Where, for example, a 
company had not required punching a clock at the beginning and 
end of each piecework operation in the past, but wished to do it 
now over the protest of the union, a Regional Board ruled (em- 
ployer members dissenting) that the matter was subject to nego-, 
tiation. The company had contended that the requirement was 
solely within the right of management to institute, but the Board 
refused so to order.’* It is difficult and often fruitless to try to 
draw precise lines of definition of management prerogatives to be 
applied generally, at least in the field of incentive wages.» Where 
a distinction must be made, each case must be decided on its own 
facts. 

The problem in war—and even more so in peace—is, or should 
be, to secure maximum desired production at the lowest cost. If 
the “right” to select the method of payment or to set rates must 
be “surrendered” to collective bargaining to insure maximum out- 
put, it is more logical to give up this prerogative than to have to 
spread failures to equal standards in the burden rate or as charges 
to income when production is down because of industrial unrest. 

Golden and Ruttenberg, CIO spokesmen, have stated*® as their 
twenty-eighth principle of sound union-management relations 
that— 


“The greater the participation of workers through their union 
in setting piecework and tonnage rates, in making time and 
motion studies, in determining work standards and job evalua- 
tion, the greater are the earnings and output.” 


This statement appears to be abundantly substantiated by the 
available evidence. Whatever we: may be inclined to feel about 
this matter of prerogatives in the area of incentive wages, the fact 
remains that in many industries management has released them 
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and has suffered no ill effects, but on the contrary has benefited by 
increased production and lower unit costs. 


IV. Sertinc anp ApjustTiInG INCENTIVE RATES 
A. The Responsibility for Setting Rates 


Many sections of organized labor are demanding the right to 
participate in the setting of rates. Workers in the clothing indus- 
try, for instance, where piece rates prevail, consider the right of 
day-to-day participation in rate setting their greatest protection.’* 

There are varying points of view on joint determination of 
incentive rates, however. Not all labor unions seek the respon- 
sibility of helping set rates. The United Electrical Workers warn 
‘against the proposal that union men become engineers and assist 
in the setting of rates. The UE does not wish to become a party 
to the method used by the employer in setting rates :"* 


“. . . the UE let the company use whatever method it pleases, 
but under close union surveillance. If the result is satisfactory, 
well and good. If it is not, the company will hear from us. 
The union should always reserve the right to challenge any 
job values which it finds unsatisfactory and to utilize any and 
all factors bearing on the case. These may include compari- 
sons with similar jobs in the plant and community or industry, 
cost of living, and other economic facts.” 


The outstanding management authority on incentive wages, 
Charles Walter Lytle, on the other hand, feels that joint deter- 
mination has something to be said for it :1* 


“The newest source of check (of validity of wage rates) is 
through the employees themselves. That is, employers are 
voluntarily turning to their employees for opinions regarding 
rates. This is as it should be, now that collective bargaining 
has become the law of the land.” 


However, the National War Labor Board seems to feel that the 
setting of rates in companies where joint determination does not 
already exist is a management prerogative and not subject to col- 
lective bargaining. The only concession to labor the Board will 
give is to provide that the union be notified, and that grievances 
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arising from rate adjustments may be taken up in the usual man- 
ner.” 

In one case,” marked by much dispute, the National War Labor 
Board ruled that the Detroit Regional Board had erred in specify- 
ing that any adjustments of piece rates pursuant to an arbitrator’s 
award should be preceded by joint time study. While we may 
conclude that the Board is of the belief that management has the 
primary right to set rates, we should not conclude from this case 
that joint determination of rates will not be recognized if it can 
be secured through collective bargaining.?* 


B. The Technique of Rate Setting 


Standards which are established through careful time and mo- 
tion studies are generally more satisfactory than standards set on 
the basis of past production. Consequently the rates based on 
such standards are less likely to be unsatisfactory to either party 
at some later date. 

With respect to the wage stabilization program, more difficulty 
may be encountered in obtaining approval of an incentive plan if 
the standards are based on past performance instead of time and 
motion studies, since production on time rates is no criterion of 
production on incentive rates.** 

When time study is used the union will attempt to teach its 
members something about the techniques employed. The union 
will also seek protective measures against possible abuses. Thus, 
the union may demand that it have the right to help select the 
worker to be studied, and on one occasion Regional Board XI 
went into great detail in describing the “average operator.”* 

The U.E. Guide discusses such technical details as leveling 
factors, selective time studies (which the UE does not tolerate), 
“average conditions” (to be determined by collective bargaining), 
lost time and fatigue allowances (a table of minimum fatigue 
allowances for various occupations is set forth). The Guide 
describes, but does not pass judgment on, the continuous method 
of taking time studies, and also warns against the possible danger 
of using the same time values of common elements in different 
operations without retiming the elements.*® 

Management must be prepared to abandon the contention that 
the workers are unable to comprehend the methods used in rate 
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setting, and are therefore to be denied the right to have anything 
to say about them. 


C. The Level of Earnings 


After studies have been made and standards calculated,?* where 
shall rates be set? That is, what price shall be paid to the worker 
for his production? While fundamentally this may be a problem 
in economics,27 we may observe that today, other conditions re- 
maining equal, the rates wil! be determined by the strength of the 
collective bargaining agency within the limitations of the pro- 
visions of the wage stabilization program. 

Before consenting to the installation of an incentive system, 
unions will usually demand some guarantee that rates will be set 
to yield higher earnings than under time rates. Just what exact 
guarantees can be obtained are a function of the union’s bargain- 
ing strength (subject, of course, to War Labor Board approval.) 
In any case, a union should be able to obtain not less than its 
previous day rates as base rates or as guaranteed minimum rates 
—and may usually obtain more.** 


“. . . in determining how to reset rates or in the setting of 
new rates, past earnings are not necessarily controlling. The 
important element to be considered is the past rate and the 
opportunity for earnings rather than the earnings themselves. 
A new rate should not be set, for instance, to guarantee past 
average earnings where there has been no guarantee of a 
certain level of wages in the past or where the past earnings 
are abnormally high. The institution of such a guarantee, 
either formally or as an implied guarantee used. in the setting 
of rates, which leads to an increase in earnings is a violation 
of the Wage Stabilization Act unless given prior approval by 
the War Labor Board. Such an adjustment is a wage in- 
crease which, if submitted to the Board, would have to be 
judged according to the same standards by which the Board 
judges any other wage increase. The Board may, of course, 
in action on a voluntary or dispute case, designate that rates 
be set to yield a certain level of earnings where this is neces- 
sary to effectuate the operation of the plan or to resolve the 
equities of a labor dispute.””* 
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For the employer to set the incentive rates at a level lower than 
previous day or guaranteed rates is to remove the incentive alto- 
gether and to doom the plan to failure. 


D. Temporary or Estimated Rates 


When a rate is set and operators are compensated under it, a 
question may arise as to how long it shall be in existence before 
workers or management may be foreclosed from objecting to it 
and seeking its adjustment. 

Many contracts will state a definite trial period which may vary 
all the way from two hours to thirty days.** In the absence of 
any contractual provision, care should be taken, if temporary or 
estimated rates are used, that it be clearly understood by employees 
that the rates are only temporary or estimated. Such rates may 
have been set quite legitimately because no time was available to 
study the operations. But if nothing is said about this fact, or if 
the union contract does not mention anything about a trial period, 
and such rates are allowed to stand for a long time without being 
studied, the management will inevitably have a grievance or dis- 
pute on its hands when it does attempt to bring these rates into 
line with others in the plant.*4_ When temporary rates are allowed 
to stand a long time without question they may be declared to be 
permanent.*™* 

Since a change in rates may involve an increase or decrease in 
earnings, a wage stabilization problem is also present. Where a 
piece rate has been set in the first instance to yield less than the 
normal or established earnings in the plant for a given type of 
job, it may be corrected without Board approval, because it is a 
wage adjustment incident to the application of the terms of an 
established wage agreement or established wage rate schedule.* 
However, where temporary rates have been in existence for such a 
long time that they have been accepted by the employees as perma- 
nent, Board approval may be required for resetting them.®™* 


V. THe Trenp Towarps SIMPLICITY 


One of the main complaints by workers against incentive wages 
has been the difficulties under many plans of calculating a day’s 
pay. These difficulties may arise because of averaging out gains 
and losses during the pay period, gain sharing, intricate bonus 
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arrangement, and so forth. Suspicion is created in the mind of 
the employee who works under a complex plan that it is a device 
to deprive him of his just wages. Management would do well to 
eliminate these complexities of payment voluntarily. Where it 
has not done so, unions have been able to secure simplification, 
and, in some cases, outright abolition of the system. 

The necessity for simplicity was clearly expressed by Dr. George 
W. Taylor in the “Little Steel” case.** What he says there about 
the incentive systems used by the Little Steel companies is funda- 
mental to sound industrial relations and to acceptance by workers 
of incentive wage plans everywhere: 


“The soundness of the union’s position on this issue (of 
daily guarantee of earnings) will become clear to any fair- 
minded person when it is recognized that for a great many 
years the steelworkers . . . have been required to work under 
various wage-rate calculation formulas so complicated in 
nature that the individual worker could not figure out his 
own daily wage. It is not surprising, therefore, that large 
segments in the steel industry have been harassed for years 
with much ill-feeling, friction and labor unrest over this issue. 
The typical steelworker does not purport to be a mathema- 
tician or well informed as to wage-rate theories of industrial 
engineers, and hence, when he is required to work under a 
complicated wage structure, which is understandable only to 
wage-rate experts, it is only natural that the worker will 
oppose it. That is exactly what happened in this case. . 

“Thus a simplification of the system is very much to be 
desired. Clearly, the daily wage guarantee granted by this 
decision will result in a simplification of the wage system 
and make it possible for the worker better to understand the 
method by which his wages are computed. . . . It is the posi- 
tion of the War Labor Board that every American work- 
man has the right to know for a certainty just what his mini- 
mum daily wage rate is. Any wage-rate structure which makes 
it impossible for an American workman to answer the simple 
question ‘How much do you receive a day for your work? 
is inherently an undesirable wage-rate system.” 


Even with a simpie incentive plan, management must do an 
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educgtional job to avoid misunderstandings (and subsequent griev- 
ances) of employees. The writer knows of one case. where com- 
plaints were filed with the union because the employees thought 
that standard time values expressed in decimal fraction of hours 
were money prices. The subsequent computation, therefore, ap- 
peared to show that the company was underpaying its workers. 
The ill-feeling which resulted from this misunderstanding could 
have been avoided by clearer exposition on the part of the em- 
ployer. 
VI. INcENTIVE WaGE GUARANTEES 

A. Daily Minimum Wage Guarantee 


Labor’s fear of rate cutting is expressed in its demands for 
daily and minimum guarantees, for frozen standards, and for 
other types of safeguards against limitations on earnings. 

When the employer calculates incentive pay over the pay period 
instead of guaranteeing each day’s earnings, the worker will re- 
ceive less pay because of losses which may occur from one day to 
the next. These losses may have nothing to do with the individual 
worker’s own efficiency, since his production may fall off because 
of machine breakdown or lack of materials. 

The “Little Steel” case held that a demand for a daily wage 
guarantee was a “fair and just demand,” and the National War 
Labor Board directed drastic changes in the incentive systems 
of the Little Steel companies, some of the inequities present having 
been in existence from before the first World War.** This case 
has been the precedent for similar rulings in later cases, although 
there have been some exceptions when the facts in the cases 
seemed to warrant them.®* 


B. Rate Cutting—Resetting and Retiming Rates 


The guarantee of daily wages is but one aspect of the guarantee 
question. There has always been the fear on the part of labor 
that rates would be cut if earnings seemed to management to be 
too high.*7 This fear, we have seen, is one of the basic reasons for 
opposition to incentive systems on the part of labor. 

It is not the purpose of this article to attempt an analysis of the 
beneficial effects of rates which are guaranteed against being cut 
solely because of high (or even excess) earnings. Suffice it to 
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say that both labor and management authorities have empirically 
demonstrated the value of rate guarantees in sending production 
figures upward.** 

Aside from any question of wage stabilization,®® it would seem 
to be generally agreed that a given rate should not be changed 
except for mathematical or observational errors, or “when standard 
conditions are changed or when standard method is changed so as 
obviously to permit a shorter time to perform the operation.” 
To do otherwise is to run the danger of employees’ banding to- 
gether (either formally or informally) and placing an artificial 
restriction on production. The War Labor Board will not tolerate 
such restrictions. In the Young Radiator case, for example, the 
Union demanded that employees be permitted to turn in job cards 
(showing production results) to the shop steward first, instead 
of to the forman. The company contested this demand saying 
that the request was made to set an artificial limit on production 
by bringing everyone into line. The union demand was refused. 
Recently, the National Board reversed Regional Board XI, and 
held that the employer had the right to discharge workers who had 
struck when the company refused to release another employee 
who stubbornly exceeded a tacitly understood production maxi- 
mum.* 

Granted that rates may be retimed and reset for substantial 
changes, what incentive is there for the worker to suggest im- 
provements in methods if the rate is to be cut and his earnings 
not be permitted to exceed some maximum amount? Since many 
of the improved methods come from the workers themselves, this 
is a very perplexing question. There are few criteria to assist 
in solving the problem, and much must be left to negotiation. 

Two illustrations from cases before the National War Labor 
Board will demonstrate the difficulties. In the Foote Bros. case,“ 
the union had requested that time standards be frozen even though 
improvement suggested by the employees resulted in increased 
production with the same or less effort. The union stated that no 
further technical suggestions would be forthcoming from em- 
ployees, if this request were not met. The Board denied the re- 
quest and in its directive order declared that— 

“The question of whether or not rerating and retiming of 
jobs for which new techniques are introduced is justly de- 
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termined by the company, under all relevant circumstances, 
shall become a matter to be handled jointly by the company 
and the union under the grievance procedure established in 
the contract between the parties.” 


That is to say, the Board would not order any guarantee of past 
earnings at all, but would leave the adjustment of rates to nego- 
tiation. But a somewhat different approach was taken in the 
Timken case.** There the union had contended that past earn- 
ings must not be reduced when changes were made in piece prices. 
This contention was rejected by the Board and it adopted a clause 
ordered by the Regional Board (CIO labor member dissenting) : 


“The rule we are setting forth in our directive order avoids 
both of these extremes. It rejects the union contention that 
no changes may be made in piece prices which result in re- 
duced average earnings. At the same time, it also does not 
permit wholesale cutting of piece prices and does not deny 
to the workers the fruits of their increased efforts and of 
better methods of doing their jobs that they invent.” 


Supplementary Directive Order 


“The rate of each piecework or incentive job is required to 
be set so that said job affords an earning opportunity to the 
workers (assuming constant skill and effort) approximately 
equivalent to that which it (or the most comparable job) did 
at the highest period between Jan. 1, 1942 and Sept. 15, 1942. 

“Any dispute which may arise as to the rate on any piece- 
work or incentive job shall be determined as provided in the 
agreement between the company and the union.” 


C. Transfer, Downtime, etc. 


When a piece rate worker is transferred to a non-rated job, or 
his machine is down, or for any other reason he is temporarily 
taken off his rated work, on what basis shall he be paid? Shall 
he receive the base rate, percentage of past earnings, or some 
other minimum rate? 

There are no definite rules here either, although earnings on the 
non-rated jobs will usually be keyed to past earnings. Thus, in a 
case involving downtime, temporary transfers, etc., the National 
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War Labor Board ordered that the worker “shall be paid his or 
her average piecework earnings for the time involved, provided 
the foreman is immediately notified, and provided further, he or 
she is required to continue on the job.”** Regional Board XI 
ordered one company in such cases to pay its operators “at the 
rate of 85 per cent of the average straight time hourly or base 
rate, whichever is higher, which was earned by the operator doing 
such work, in his latest two pay checks provided that the operator 
checks in and out on all jobs.”* 


D. Vacations 


The formula of average earnings is used by the National War 
Labor Board in computing vacation pay for incentive workers. 
Such pay is usually based on straight time average hourly earnings 
calculated over some given period prior to the vacation period. 
This rate is then multiplied by the number of hours in the regular 
workweek. In Penn River Company and International Associa- 
tion of Machinists, etc.,*7 the Board ordered that vacation pay is to 
be obtained “by multiplying average hourly straight-time piece- 
work earnings over their immediately preceding twelve weeks of 
full time employment by the number of hours in the employee’s 
regularly established workweek, even though those hours exceed 
forty.” -There is a clear trend away from using base or minimum 
rates in the computation of vacation pay for incentive workers. 


VII. Gartn SHARING 


Up to the present time the National War Labor Board has not 
literally applied the directive in Executive Order 9328 which states 
that nothing therein shall “be construed to prevent such agencies 
. . » from authorizing reasonable adjustments of . . . incentive 
wages . . . provided that such adjustments do not increase the 
level of production costs appreciably, or furnish the basis either 
to increase prices or to resist otherwise justifiable reductions in 
prices.” The criterion for the approval of an installation of an 
incentive plan for wage stabilization purposes generally has been 
that labor costs have not been appreciably increased by such 
installation.** 

A constant gain sharing plan (in the traditional sense) will 
result in a decreasing labor cost per unit as the operator’s output 
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exceeds the taskline. Even with no gain-sharing (that is, when 
the slope of the earnings curve equals unity), the labor cost per 
unit is at least fixed and cannot increase. Such plans will be 
readily approved by the War Labor Board if they are not other- 
wise unfair to the worker.or in violation of the wage stabilization 
program. Since Executive Order 9328 speaks of “production 
costs” (not labor costs), there would appear to be no legal reason 
why wage increases (other than increases in earnings due to in- 
creased production) cannot be granted consistently with the wage 
stabilization program if it can be demonstrated that total unit costs 
will decrease in spite of the increase in rates or earnings.*® 

For years management engineers have insisted that “total unit 
costs” be observed :*%* 


“Ceiling price must include overhead as well as labor cost. 
Material cost is often independent of operating efficiency. 
Therefore, total cost per unit is the only true criterion of 
company results. Total cost per unit is inclusive and in no 
way dangerous. The fact that for a fixed overhead total costs 
per unit decrease as production increases is the foundation 
of the philosophy that low wages do not mean low final costs.” 


Organized labor is well aware that total costs per unit decrease 
with increased production, and wherever possible makes felt the 
knowledge of this fact. - 

The discussion above is relevant here because collective bar- 
gaining will probably operate ultimately to eliminate traditional 
gain sharing and its concommitant decreased earnings curve.™ 


“The employee gives himself an automatic wage cut every 
time he increases his production. ... For union members to 
tolerate such systems would be equivalent to consenting to 
the undermining of all the labor standards they have strug- 
gled to build up and protect. They would be scabbing on 
themselves.’’®? 


As yet there is no marked trend away from traditional gain- 
sharing plans. Thus, in the well-known Grumman Aircraft Engi- 
neering Corporation case® the National War Labor Board ap- 
proved a plant-wide incentive plan based on a production standard 
of .48 pounds of airframe per manhour actually worked under the 
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plan. A ten per cent increase in production under the Grumman 
plan results in only a five percent increase in earnings. Labor mem- 
bers of the Board consented to the plan because of the newness of 
the system and its many uncertain features. (Such plans as these 
are not usually based on time studies, but rather on past production 
records. Where this is the case, something less than one to one 
sharing would be granted by the Board to prevent runaway earn- 
ings. ) 

Some theoreticians in organized labor have moved beyond the 
point of one to one sharing and have insisted that labor has a 
right to a share in the overhead savings. It is felt that the worker 
should receive a rate of 110, 125, 175, or even 200 per cent for 
production above the average or standard. Expressed technically, 
they demand an ascending earnings curve whose slope is greater 
than unity. It may not become unusual to find in collective bar- 
gaining negotiations a demand that earnings be increased not sim- 
ply in direct proportion to production, but in greater proportion, 
say 133 per cent, or possibly that a system of step bonuse be in- 
stalled in connection with one to one sharing over standard. By 
putting forth these demands labor may be able to win lesser con- 
cessions from management in their place. 


VIII. Inprrecr WorKeERs 


Almost everyone responsible for the operation of incentive wage 
systems has experienced difficulties arising out of the disparities in 
earnings between incentive and non-incentive workers. One of the 
reasons given for the founding of the Foremen’s Association of 
America was that incentive workers were receiving greater com- 
pensation than the foreman supervising them.™ The situation may 
become so intolerable that employers will voluntarily seek to make 
adjustments without waiting for the matter to erupt as a grievance. 

For their part, unions may be expected to urge elimination of 
the inequalities. They may demand higher hourly rates for non- 
incentive employees, or a bonus (to vary in some proportion with 
incentive earnings), or that these workers be included directly in 
the incentive plan. (The plant-wide incentive does not create these 
inequalities. ) 

Under its authority to eliminate gross intra-plant inequities, 
the National War Labor Board granted an increase of five cents 
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per hour to non-incentive employees of an auto parts manufac- 
turer, because the increased earnings which accrued to the incentive 
workers widened the differential between them and the non-incen- 
tive workers to a degree representing an extreme inequality." 

This case is just one of many ways in which the War Labor 
Board may act to remove these particular inequities. It may order 
a bonus, as it did in the Wright Aeronautical case,®* or it may 
order that indirect employees be included in the incentive plan, 
as Regional Board III (Philadelphia) did in the Lehigh Structural 
Steel Company case.®® In another case® the National Board 
approved a plan submitted to it by the company and the union 
providing that day workers receive a bonus directly related to the 
average plant efficiency of the incentive workers. Under the plan 
no bonus is paid until the incentive workers’ efficiency reaches 115 
per cent, at which time the non-production workers’ bonus will 
be paid in a ratio slightly under one per cent for each two per 
cent increase in efficiency above 115 per cent reached by the incen- 
tive workers, Three industry members dissented, maintaining that 
the plan was not a true incentive plan and that production costs 
would be increased appreciably. 


IX. GRIEVANCE PROCEDURE 


Brief mention only is made here of grievance procedure, 
since that is really a legal matter. Almost all contracts provide that 
grievances about rates be taken up through the regular grievance 
procedure, with arbitration by an impartial umpire as a last step.™ 
However, in one case, the Shipbuilding Commission (an agent 
of the War Labor Board) denied a union request for arbitration 
because the union had not shown that the employer had any inten- 
tion of dealing unfairly with its employees.® 


FooTNOTES 


1B. M. Sayre, “After Incentives—What?” N.A.C.A. Bulletin, January 
15, 1937, pp. 559, 566. See generally, E. S. Feldman, “Control Accounting 
and Labor Relations,” Monthly Bulletin of Illinois Manufactufers’ Costs 
Association, October, 1944. 

2 Financial and non-financial incentives have been reported to be an in- 
tegral part of the Soviet wage structure. G. Bienstock, S. M. Schwarz, and 
A. Yugow, “Management in Russian Industry and Agriculture,” Oxford 
University Press, 1944, Chapters 8 and 15. “Payment my results” has long 
been established in Great Britain. Cf. Z. C. Dickinson, “Industrial Effort 
and a Collective Wage Determination,” Ronald Press Co., 1941, p. 161. 
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8 October, 1943, p. 4. An editorial to the same effect by William Green, 
President of the American Federation of Labor, appears in the same issue 
on p. 16. 

4“Incentive Wage Plans and Collective ye 4 Bulletin No. 717, 
U. S. Department of Labor, 1942, p. 7. den, ‘ “Wage Incentives, 
John Wiley & Sons, Inc., 1944, lists and ‘“tienaden several reasons for the 
discrediting of incentive systems, p. 2 et seq. 

5 Factory Management and Maintenance, as quoted in the American 
Federationist, supra. See also an address by J. Nickerson, Director, 


Management Consultant Division, War Production Board, delivered before 


the Massachusetts State Federation of Labor, June 18, 1944. 

6 Issued by the President, April 8, 1943. 

7 United States Rubber Co. and United Rubber Workers (CIO), NWLB 
Case No. 13-206-BAR, 14 War Labor Reports 354, March 9, 1944. The arbi- 
=— s award stated in part that “this agreement is to be construed not as 

e increase but as extra pay for extra work, whereby the total cost of 
manufacturing fuel cells will be substantially reduced. . . . The over-all 
picture is clearly one in which costs are notably pared down, productive effi- 
ciency improved, while by the same process the workers gain a considerable 
measure of benefit for increased effort . 

The Board approved the award containing the incentive plan as conform- 
ing with the criteria established by the Board for the evaluation of wage 
incentive plans. These criteria are: (1) the collective bargaining agent 
has participated in the formulation of the plan; (2) the plan will not re- 
sult in an increase in unit labor costs; (3) the technical details of the plan 
have been carefully engineered. 

For a case in which the Board recommended a bonus system for hourly 
rated employees to compensate them additionally because of ‘ ‘extraordinary 
circumstances which consist of abnormal work load under wartime condi- 
tions,” see In re Washington, Virginia and Maryland Coach Co., Inc., ete, 
and Amalgamated Association of Electric Railway and Motor Coach Em- 
ployees of America, oe 1079 (AFL), NWLB Case No. 111-2076-D, 13 
WLR 271, January 18, 1 

8In re The Aluminum Cosporation of America and United Mine Workers 
of America, District 50 (CIO), etc., NWLB Case No. 64 and 33, 2 WLR 
311, August 18, 1942. 

In Alan Wood Steel Company, etc., and International Union of Min 
and Smelter Workers, 525 (CIO), Case No. 111-2056-D, 14 WL 
March 3, 1944, Regional Board II (New York) denied the union’s ma 
that an incentive plan be ordered. 

*It is interesting to observe that one CIO spokesman considers the 
acceptance by unions of incentive wage systems a result of the communist 
inspired program of defeatism. Victor Reuther, “Labor in the War— 
and After.” Antioch Review, Fall 1943, pp. 311, 319. 

10In re Federal Bearing Co., Inc., and International Union United Auto- 
mobile, Aircraft and Agricultural Implement Workers of America, Local 
Ae (CIO) NWLB Case No. 2705-D (II-D-219), 9 WLR 691, July 7, 


11 In re Firestone Tire and Rubber Company and United Rubber Workers 
of America, Local 186 (CIO), NWLB No. 2451-D (323), 9 WLR 
726, July, 15, 1943. 

12 Resolution No. 1, issued October 2, 1943, WLB Press Release B-1014. 

Before the issuance of this resolution the Board had ordered installations 
in some dispute cases. See, for example, In re Los Angeles Steel Casting 
Co., and International Molders and Foundry Workers of North America, 
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Local 374 (AFL), NWLB Case No. 335, 4 WLR 214. In another case the 
Board said that the following ruling of the referee in the dispute was binding 
and did not need Board 2pproval: “The rules of the union prohibit workers 
from working on piecework. However, this is war time. In the Los 
Angeles Steel Co. case, No. 335, wherein the International Molders and 
Foundry Workers herein was a party, the directive order carried a piece- 
work provision. The more effective prosecution of the war demands a 
similar provision in this agreement.” In re American Foundry and Ma- 
chine Co. and International Molders, etc., Local 231 (AFL), NWLB Case 
No. AR-207, 9 WLR 531, July 5, 1943. 

Since the issuance of Resolution No. 1, the Board denied an employer’s 
request for a clause in the contract “providing that the company shall have 
the right to establish an incentive system of pay and incentive rates for 
such operators in its shop as it is feasible to do so.” In re Banner Iron 
Works and International Molders, etc., Locai 59 (AFL), NWLB Case No. 
111-3220-D, 15 WLR 332, April 7, 1944. However, Regional Board IV 
Atlanta) seems to have ordered the negotiation of an incentive plan in a 
ispute case. In re Southern States Lime Corporation and United Cement, 
Lime and Gypsum Workers, International Union, Local 51, (AFL), Case 
No, 111-2126-HO, 15 WLR 378, March 10, 1944. 


13 The National War Labor Board ordered the abolition of an incentive 
system where the union objected to “speed up and sweating conditions,” 
and where the plan was ineffective as reflected by low production and earn- 
ings. Abolition was ordered over the objection of the employer. In re 
Anaconda Wire and Cable Co. and International Brotherhood of Teamsters, 
Chauffeurs, Warehousemen and Helpers, Local 692 (AFL), NWLB Case 
No. 3406-A, 12 WLR 110, September 28, 1943. 

Nevertheless, a majority of Regional Board XI (Detroit) expressed 
doubts as to whether the National War Labor Board has authority to order 
an employer to change from an incentive system to hourly rates where he 
is not willing to do so, and added that “It is clearly improper to order the 
abolition of an incentive system with the further provision that the hourly 
rate shall be as high as the present average incentive earnings and without 
any guarantee that production will be maintained at a high level as has 
prevailed under the incentive system.” In re Detroit Steel Products Com- 
pany and International Union, UAAAIWA, Local 351 (CIO), Case No. 
111-4414-D, 14 WLR 296, February 17, 1944. Dissenting opinion of labor 
member at 14 WLR 771. 


14In re Young Radiator Co. and International Union, UAAAIWA, 
Local 27 (CIO), Regional Board» VI (Chicago) Case No. 111-1381-D, 12 
WLR 291, October 26, 1943. 


15 The confusion is best demonstrated with a few examples: In a case 
which contains a bitter denunciation by Regional Board labor members 
of the tripartite structure of the War Labor Board, and of the attack by 
them on “the so-called public members who, for the most part, are environ- 
mental creatures of bourgeois mores,” the majority denied the union’s re- 
quest that the employer be ordered to negotiate when ing jobs from 

rly rates to piecework rates and vice versa. In re Borg-Warner Corp., 
etc. and United Automobile Workers Union Local 156 (AFL), Regional 
Board XI Case No. 111-4089-D, 14 WLR 449, February 24, 1944. 

. But if the instaliation of an incentive system is subject to collective bar- 
gaining, surely the extension of an existing system to non-rated jobs 
(whether they be direct or indirect jobs) should be subject to collective 
bargaining. This same Regional Board so held in Firestone Rubber and 
Metal Products Co. and International Union, UAAAIWA, Local 174 
(CIO), Case No. 111-1910-D, 14 WLR 461, March, 1944, where the union 
requested the Board to order the extension of an incentive plan to indirect 
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workers. This the Board refused to do, but instead referred the matter to 
the parties for negotiation. 

16 Clinton S. Golden and Harold J. Rutten , “The Dynamics of 
Industrial Democracy,” Harper & Bros., 1942, p. 147, et seq. This volume, © 
written by two outstanding leaders in the CIO, should be read by manage- 
ment officials for its f and revealing discussion of union-management 
relations. 

17 “Incentive Wage Plans and Collective Bargaining,” supra, p. 10. 

18 “UE. Guide to Wage Payment Plans, Time Study and Job Evaluation,” 
1943, pp. 77-80. It should be carefully noted that the clothing workers do 
not consider themselves bound by their advance participation in rate setting, 
2nd they will take up as a grievance any unsatisfactory rate. Nor is day-to- 
day bargaining a “substitute for regular annual or biennial negotiations over 
the general trend of wages in the bargaining area.” “Incentive Wage 
Systems and Collective Bargaining,” supra, p. 10. 

19“Wage Incentive Methods,” Ronald Press Company, 1942, Revised 
Edition, p. 4. A more complete discussion of union participation will be 
found in J. K. Louden, op. cit., Chap. XII. 

20“"When new piece rates are established, the company shall notify the 
appropriate committee of the union. If the parties fail to agree upon 
new rates, they shall settle the matter through their grievance and arbitra- 
tion procedure.” In re Lewittesand Sons and Unit urniture Workers of 
America, Local 78 (CIO), NWLB Case No. 3970-D, 15 WLR 454, April 13, 
1944. 

21In re Republic Aircraft Products Division, Aviation Corporation of 
America and International Union, UAAAIWA, Local 817 (CIO), NWLB 
Case No. 111-784-D, 12 WLR 491, November 22, 1943. 


22“Cut cloth weaving prices shall be a matter of agreement between local 
shop committee and management, subject to approval of their divisions, pro- 
viding that for the duration of the war, approval of the division is given 
within three days.” From the directive order, In re American Wire Cloth 
Manufacturing Association and American Wire Weavers’ Protective Asso- 
ciation (AFL), NWLB Case No. 111-2482-D, 14 WLR 197, April 18, 
1944. Employer members dissented on referral to division, 14 WLR 791. 


23 “Guiding Principles for Wage Incentive Plans,” Management Con- 
sultant Division, War Production Board, September 20, 1943; “Policy on 
Incentive Systems,” Detroit Regional Board, December, 1943; Boston Re- 

ional War Labor Board’s Policy on Incentive Plan Approvals,” May, 1944; 

eodore W. Kheel, “What the War Labor Board Will Approve in Wage 

Incentives,” Advanced Management, January-March, 1944, p. 64. 
_In the reverse situation, when a company went to time rates from incen- 
tive rates, the National War Labor Board ordered that production standards 
be negotiated, since production under piece rates was no measure of pro- 
duction under day rates. In re Anderson School Equipment Co. and United 
Furniture Workers of America, Local 576 (CIO), NWLB case No. 318 
(2446-D), 9 WLR 44, May 31, 1943. 


24“Piece rates should be set, using the base rates and timing rates as 
set forth above, on the basis of time studies of an average operator working 
at a normal pace. This normal pace should not be the pace of the fastest 
worker ; it should represent the average worker working efficiently at a job 
which has been subjected to adequate motion ; it should not represent the 
performance of an untrained or inefficient worker on a job which will re- 
quire weeks for the development of coordinated effort. oup incentive 
jobs, time studies must be taken with extreme care, and the group must 
operate regularly with the number of men assigned by the time study. This 
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means that the normal workers. operating at. the normal effort, should earn 
the timing rates. Poorer workers should earn less, better workers more.” 
In re Campbell Wyant and Cannon Foundry Co. and International Union, 
UAAAIWA, Local 539 (CIO), Case No. 111-3636-D, 14 WLR 380, Febru- 
ary 21, 1944. 

25“U. E. Guide,” supra, pp. 60-67, 108. 

26In setting or resetting standards, provisions of the wage stabilization 
program must be carefully observed, as changing of the framework of the 
plan by altering timing practices, allowances, etc:, without WLB approval 
may result in hidden wage increases or decreases in violation of the program. 

27See, for example, John Dunlop, “Wage Determination under Trade 
Unions,” The Macmilian Co., 1944. 

28 Twenty-five per cent above the minimum occupational rate for the 
classification: In re Continental Can Company and United Steelworkers of 
America, Local 1502 (CIO), NWLB Case No. 2860-D (732), 9 WLR 835, 
— 21, 1943; thirty per cent above the new base rates: In re Hammarlund 

anufacturing Company and United Electrical Radio and Machine Workers 
of America (CIO), NWLB Case No. 2856-D, 9 WLR 862, June 23, 1943. 

“It is the intent of the company to set piece rates so that average earn- 
ings of a diligent, experienced worker per day will amount to approximately 
twenty per cent above his guaranteed daily compensation.” In re Marlin- 
Rockwell Corporation and International Union, UAAAIWA, Locals 197 and 
338 (CIO), NWLB Case Nos. 754 and 757, 8 WLR 94, April 2, 1943. 

Regional Board V (Cleveland) considers rates set so that earnings may 
be twenty per cent above guaranteed hourly rates to constitute a reason- 
able incentive. In re Swartzbaugh Manufacturing Company and Interna- 
tional Union, UAAATIWA, Local 12 (CIO), Case No. 111-273-D, 13 WLR 
429, December 21, 1943. 

29“Piece work prices and bonus or basis times shall be such as will en- 
able a workman of average ability to earn at least 27.5 per cent over basic 
time rates as provided by this award, excluding national (war) bonus.” 
From award of the National Arbitration Tribunal (Great Britain), as 
quoted in W. McLaine, “Payment by Results in British ineering,” Inter- 
national Labour Review, June, 1944, p. 630. 

However, in Westinghouse Airbrake Company and United Electrical 
Radio and Machine Workers of America, Local 610 (CIO), NWLB Case 
No. 111-1244-D, 14 WLR 253, February 14, 1944, the National Board denied 
a request of the union that incentive and piece rates be set so as to guaran- 
tee average earnings of twenty-five per cent above base rates. 

In any case, the hourly rates which existed prior to the establishment 
of an incentive plan should ordinarily become the guaranteed minimum rates 
under the’ incentive plan. “Policy on Incentive Systems,” supra. See also 
“Guiding Principles for Wage Incentive Plans,” supra. 

% Thirty days: In re Continental Can Co., etc., supra; Two weeks: In re- 
McQuay-Norris Manufacturing Co. and International Union, UAAAIWA, 
Locals 231, 226 and 315 (CIO), NWLB Case No. 697, 9 WLR 538, July 
3, 1943; Two hours: Hein-Warner contract referred to in Hummer Manu- 
facturing Co., and International Association of Machinists, Lodge 628 
(AFL). NWLB Case No. 2482-D (354), 11 WLB 53, August 26, 1943. 

81 Such a dispute arose in the Republic Aircraft case, supra. 

31*In re Westinghouse Airbrake Company, etc., and United Electrical 
Radio and Machine Workers of America, Local 610 (CIO), NWLB Case 
No. 111-7244-D, February 14, 1944, 14 WLR 253. 

82 Interpretation No. 1 to General Order No. 5, October 22, 1942. See 
also interpretative bulletins No. 1 and No. 3 to general Order No. 5, and 
Interpretative Bulletin No. 3 to General Order No. 6. 
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328 “How to Operate Incentive Plans,” supra. 


83In re Bethlehem Steel Corporation, etc., and United Steelworkers of © 
America (CIO), NWLB Case Nos. 30, 31, "34, 35, 1 WLR 325, July 16,” 


1942. 


84 Where a plan was not understood by the workers and was never re- 
duced to writing to help the employees learn how it operated, the National 


War Labor Board ordered the compan y to employ a firm of consulting: 


engineers to make a complete analysis of the neuation plan and recommen- 
dations as to how it could be improved. In re Borg-Warner Corporation, 
etc., and International Union, UAAAIWA, Local 287 (CIO), NWLB 
Case Nos. 13-361-D and 6-6028, 13 WLR 470. 

85In re Bethlehem Steel Corporation, etc., supra. William Taft and 
Frank Walsh, Chairmen of the War Labor Board of the first World War 
criticized these incentive systems, but the war ended before a ruling to 
simplify them could be enforced. 

36In re American Brake Shoe Foundry Company and United Steel- 
workers of America, Local 1485 (CIO), NWLB Case No. 2789 (661), 
9 WLR 430, June 24, 1943. 

87 Of course, it hardly needs to be pointed out at this late date that high 
labor rates and earnings do not necessarily mean high total unit costs. It is 
the productive efficiency of the workers that is important and which must 
be increased. This was recently reiterated by Howard A. Giddings, “Cost 
Reduction Through Cost Controls for Postwar Operation,” N.A.C.A. 
Bulletin, July 1, 1944, pp. 1130 and 1136. In this article, Mr. Giddings sug- 
gests some valuable steps to increase labor efficiency, thereby lowering unit 
— without necessarily lowering wages. Pp. 1136-7. See section VII, 
infra. 

88F. J. Roethlisberger and William J. Dickson, “Management and the 
Worker,” Harvard University Press, 1939, p. 534; S. B. Mathewson, “Re- 
striction of Output Among Unorganized Workers,” The Viking Press, 1931, 

. 139-140, 172 et seq., 210. On restrictions of output generally, see also 

orris S. Viteles, “Industrial Psychology,” W. W. Norton & Co., Inc, 
1932, pp. 561-564. 

89 General Order No. 5 (NWLB), issued October 14, 1942, as amended 
May 26, 1943. 

40“Time Study and Its Relation to the Piece Rate Method of Wage 
Payment,” N.A.C.A. Bulletin, September 15, 1932, pp. 115, 131. 

41 Supra, note 14. 


42In re Norge Machine Products Division of Borg-Warner Corporation 
and United Automobile Workers of America, Local 760 (AFL), NWLB 
Case No. 111-5665-D, April 27, 1944. 


43 In re Foote Bros. Gear and Machine Corporation and United Electrical, 
Radio and Machine Workers of America, on 1114 (CIO). NWLB 
Case No. 2905-D (788), 10 WLR 96, July 11, 1943. 

44In re Timken-Detroit Axle Co. and International Union, UAAAIWA, 
ory 174 (CIO), NWLB Case No. 111-1073-D, 14 WLR 16, February 1, 


—" In re Borg-Warner Corporation, etc., and United Farm Equipment and 
Metal Workers of America, Local 139 (CIO), NWLB Case No. 4246-D, 
10 WLR 631, August 18, 1943. 


46 In re Timken-Detroit Axle Co., and International Union, UAAAIWA, 
Local 174 (CIO), Case No. 111-073-D, 10 WLR 720, August 24, 1943. 


47 NWLB Case No. 111-2574-D, 16 WLR, April 13, 1944, issued June 5, 
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1944. The Board granted the union’s demand to calculate vacation pay on 

the average hourly earnings over the previous four weeks period as opposed 

to the company’s proposal of using the base rate. In re Solar-Sturges Cor- 

ration and International Union, UAAAIWA, Local 453 (CIO). NWLB 
No. 2582-D, 10 WLR 247, August 9, 1943. 

In Dickson-Jenkins ag Company and Amalgamated Cloth- 
ing Workers of America, Local 313 (CIO). NWLB Case No. 2546-D 
and VIII 2856, 10 WLR 253, July 29, 1943, the Board directed that vaca- 
tion pay was to be computed at the forty-hour weekly earnings of each 
employee averaged over the fifty-two weeks prior to the vacation period. 

Average straight time rate is to be calculated over the three months’ 

riod preceding the vacation period. In re American Wire Cloth Manu- 
acturing Association, supra. 

48“There must be no material increase in unit labor cost or in the gen- 
eral level of production costs occasioned | the operation of the plan.” 
“Policy on Incentive Systems,” supra. The Boston Regional Board desires 
at least a fifteen per cent reduction in unit labor cost: “Summary of Policy 
on Incentive Plan Approvals,” supra. 

49“U, E. Guide,” supra, p. 41n. 

49° “Cost and Production Handbook,” p. 659. “In dynamic costs stand-by 
(fixed) costs become variable and variable costs become fixed in relation- 
ship to the base of activity.” Fred V. Gardner, “Variable Budget Control,” 
McGraw Hill Book Co., 1940, p. 44. 

The installation of plant-wide incentives (and, to a lesser degree, incen- 
tives for supervisory employees) may cause one element of stand-by costs 
(indirect labor) to become fixed even though production increases. 

50 “UJ, E. Guide,” supra, p. 27 et seq. 

51B. M. Sayre, “After Incentives—What?” supra, gives as one of ten 


rules E oy the operation of incentive wages that employees be re- 


warded in direct proportion to increased production. See p. 567. 

52“. E. Guide,” supra, p. 35. é 

53 NWLB Case No. 13-285, 111 WLR 322, September 14, 1943. This case 
contains an excellent discussion by Dr. Taylor of the advantages and weak- 
nesses of plant-wide incentives. See some criticism from a cost point of 
view of plant-wide incentives by Phil Carroll, Jr., in “Time Study Applied 
to Cost Control,” Advanced Management, October-December, 1943, p. 147. 

A one per cent bonus is given for every two per cent increase in efficiency 
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